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Analysis and Forecast of Housing Needs in lowa

I. Introduction and Analysis Summary

INTRODUCTION

The research and analysis summarized in this report prepared by Gruen Gruen + Associates (“GG+A”)
provides an information base about population, household, housing, and employment conditions and
trends affecting the current and future housing needs of lowans. It also provides a synthesis of how the
housing needs of lowans have changed over the past decade and how needs are likely to continue to
change over the present decade (2010-2020), given forecast employment and population growth in lowa.

The amount, type, and cost of housing needed in a community or region is influenced by the size of the
population, living arrangements of the population (e.g. households), and the ability of households to pay
for housing. The size of the population, in turn, relates to the size of the regional employment base and
the opportunities for housing development. Employment and income opportunities are important
because when new jobs are created or are moved into an area, they attract new workers or would-be
workers and their households. Although changes in employment, and consequently workforce are
important indications of housing demand, new housing needs can also arise within regions or
communities that contain a stable (or even declining) population and employment base as household
residents undergo lifecycle events that result in new living arrangement preferences or requirements.

Accordingly, housing needs generally arise from one of three demand sources: (1) from new households
formed or attracted due to employment growth; (2) from older-age and other households seeking different
housing products due to lifestyle or lifecycle changes; and (3) the need to replace obsolete housing stock.
An analysis of trends in employment, income, wages, demographic attributes, and the characteristics of
household formation all bear directly on housing markets because of the relationship between jobs,
income, and housing choice. The relationship between jobs and housing is also important because a
shortage of housing relative to the job base will tend to put upward pressure on housing prices and may
hinder expansion of the employment base depending on the make-up of the employment base.

To provide perspective on future housing needs in lowa over the 2010 to 2020 period, the following five
sections of the report review past trends, current conditions, and forecasts of future growth:

l. Analysis summary;

Il. Analysis of trends and conditions affecting housing needs;
M. Analysis of the impact of foreclosures and vacant properties;
V. Forecast of workforce housing demand; and

V. Forecast of senior housing demand.
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Analysis and Forecast of Housing Needs in lowa

REGIONAL ASSESSMENT AREAS

For purposes of this study, the State of lowa is subdivided into eight regional assessment areas. To
define these eight regions, we considered:

e The geography of regional Councils of Government and Regional Planning Area boundaries;

e Existing Core Based Statistical Areas, as defined by the Office of Management and Budget;

e Availability of 1-year American Community Survey estimates from the U.S. Census Bureau; and
e The relative distribution of people, housing, and jobs within the State.

Map I-1 illustrates the eight regional assessment areas utilized for this study.
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Analysis and Forecast of Housing Needs in lowa

Map I-1: Regional Assessment Areas
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Analysis and Forecast of Housing Needs in lowa

Table I-1 summarizes the geography of the eight regions, including the regional planning bodies and
Public Use Microdata Areas contained within each region.

TABLE I-1: Summary of Regional Assessment Areas

Number of Regional Planning Body or Iowa Public Use

Counties Council of Government(s)

Microdata Area(s)

North Tier

23

e Northwest Iowa Planning and
Development Commission

e MIDAS Council of Governments

e North Iowa Area Council of

Governments

00100, 00200, 00900

Northeast

11

e lowa Northland Regional Council of
Governments
e Upper Explorerland Regional Planning

Commission

00300, 00400

Southeast

11

e East Central Intergovernmental
Association

e Bi-State Regional Commission

e Southeast Iowa Regional Planning

Commission

00500, 01800, 01900

East Central

10

e FEast Central Iowa Council of
Governments

¢ Region 6 Planning Commission

00600, 00700, 00800

Central

e Central Iowa Regional Transportation
Planning Alliance
e Des Moines Area Metropolitan

Planning Organization

01400, 01500, 01600,
01700

Northwest

11

e Region XII Council of Governments
¢ Siouxland Interstate Metropolitan

Planning Council

01000, 01100

Southwest

e Metropolitan Area Planning Agency

¢ Southwest Iowa Planning Council

01200

South Tier

17

e Southern Iowa Council of
Governments

e Chariton Valley Planning &
Development

e Area 15 Regional Planning

Commission

01300

Source: Gruen Gruen + Associates
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As Table I-2 shows, the Central Region contains approximately 25 percent of the State’s population, jobs,
and labor force. The East Central Region is the second largest, containing 17 to 18 percent of the State’s
total population, labor force, and jobs. These two regions contain the State’s four largest metropolitan
counties: Dallas, Johnson, Linn, and Polk. The Southeast Region is comparable in size, representing
approximately 17 percent of population, jobs, and labor force in the State. Each of the other regions

contain between 5 and 12 percent of the State’s total population and employment base.

TABLE I-2: Distribution of State Population, Labor Force and Jobs by Region

Population

#
North Tier 360,430
Northeast 300,044
Southeast 514,568
East Central 521,744
Central 744,678
Northwest 230,233
Southwest 183,381
South Tier 191,277
STATE 3,046,355

% of State

11.8
9.8
16.9
17.1
244
7.6
6.0
6.3

100.0

Civilian Labor Force
% of State

#
195,990
167,300
280,120
297,210
409,170
126,790
95,460
98,020

1,670,060

11.7
10.0
16.8
17.8
24.5
7.6
5.7
59

100.0

¢
234,035
187,614
325,500
353,993
502,572
143,363
97,559
108,525

1,953,161

Jobs
% of State

12.0
9.6
16.7
18.1
25.7
7.3
5.0
5.6

100.0

Sources: U.S. Census Bureau; Bureau of Labor Statistics; Bureau of Economic Analysis;

Gruen Gruen + Associates.

The East Central and Central Regions of the State contain a higher proportion of jobs than they do

population and labor force.
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GLOSSARY OF TERMS

Age Cohort: a group of people of the same age or belonging to the same age group.

Baby Boomers: the generation of people born between 1946 and 1964, who are now between the ages
of 48 and 66. In 2010, most Baby Boomers (also referred to as "boomers") were between the ages of 45
and 64.

Commute Shed: or labor shed, is the geographic area from which an employment center draws the
majority of its labor.

Cost-Burden Rate: the percentage of households who expend 30 percent or more of their before-tax
income on housing and related expenses (utilities, taxes, insurance, etc.).

Generation Y: the generation that is predominately the children of Baby Boomers, who were generally
born between 1980 and 2000 (also commonly referred to as "Echo Boomers"). Generation Y is how
between the ages of 12 and 32.

Great Recession: between December 2007 and June 2009, The United States went through its longest,
and by most measures worst economic recession since the Great Depression, frequently referred to as

the “Great Recession.” For example, see:

http://www.cbpp.org/cms/index.cfim?fa=view&id=3252

https://www.russellsage.org/publications/great-recession

Metropolitan County: a county classified as part of a Metropolitan Statistical Area ("MSA" or "Metro
Area") by the U.S. Office of Management and Budget. MSA's contain a core urban area with a population
of at least 50,000. Each MSA contains one or more counties that are socially and economically linked to
the core urban area, as measured by commuting patterns.

Micropolitan County: a county classified as part of a Micropolitan Statistical Area ("Micro Area"). Micro
Areas contain an urban core of at least 10,000, but less than 50,000, in population. Like MSA definitions,

Micro Area definitions contain counties that exhibit a high degree of linkage to the urban core.

Non-Metro County: a county that is not contained in either a Metropolitan Statistical Area or a
Micropolitan Statistical Area.

Note that Metro, Micro, and Non-Metro classifications are not explicitly correlated to urban and rural
areas. A Metropolitan County, for example, can contain rural areas while a Non-Metro County may
contain an urbanized area (although its population will be less than 10,000).

In-Migration: inflows of people to a geographic area (e.g. people moving to an area).

Out-Migration: outflows of people from a geographic area (e.g. people moving away from an area).

Net Positive Migration: when in-migration (inflows) exceed out-migration (outflows).
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Analysis and Forecast of Housing Needs in lowa

Net Negative Migration: when out-migration (outflows) exceed in-migration (inflows).

Natural Increase: an increase in population due to higher birth than death rates (e.g. more people born
than dying in a given period of time).

Median Multiple: the ratio of median household income to median owner-occupied home price,
commonly used to evaluate the comparative affordability of a housing market.

Senior Household: a household containing at least one person age 65 or older.

Workforce Household: a household containing at least one active member of lowa's labor force.
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ANALYSIS SUMMARY

How have the housing needs of lowans changed?

lowa's population has become

older. lowa's median age increased Figure I-1: Iowa’s population by age, 2000 and 2010
from 36.6 years in 2000 to 38.1 years 8+ [ 02010
in 2010. Over the decade, the state's 80to84 ] 2000
population between the ages of 50 75t079 [
and 69 grew by 175,000 or 32 70to74 ]
percent. The largest population 65 to 69 |
increase over the 2000-2010 decade
occurred in the 55 to 64 age cohort; o |
which grew by more than 115,000 55t0 59 |
people or 45 percent. With the 50 to 54 J
upward age shift occurring among the 45 to 49 ]
Baby Boomer population, the number 40 to 44 ]
of middle-aged adults between the 35 to 39 ]
ages of 35 and 49 declined rapidly 30 to 34 1
over the decade from 660,000

) 25 to 29 ]
persons in 2000 to 580,000 persons
by 2010. 20 to 24 ]

15 to 19 ]

lowa's population has become 10to 14 J
more diverse. The Hispanic 5to9 ]
population, although still relatively Under 5 ]
small, is the fastest-growing segment
of lowa’s population base. Hispanics 50,000 100,000 150,000 200,000 250,000
now represent five percent of lowa’'s Sources: U.S. Census Bureau: Gruen Gruen + Associates.

population. The Hispanic population

grew at an average annual rate of eight percent over the 2000-2010 decade. Polk County alone
accounted for approximately one-quarter of the statewide Hispanic population growth. Outside of lowa's
metropolitan areas, the Hispanic population has grown more significantly in counties heavily concentrated
in farm and food manufacturing employment.

Figure I-2: Percent change in lIowa population by ethnicity / race, 2000 to 2010
150%
120%

90%

60%

30%

0%
-30%

B Hispanics B Other Minorities B Non-Hispanic Whites

North Tier Northeast Southeast East Central Northwest Southwest South Tier
Central
Sources: U.S. Census Bureau: Gruen Gruen + Associates.
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lowa's households are getting

Figure I-3: Iowa households by size, 2000 and 2010 smaller. Like much of the Nation, the

:] composition of households in lowa is
S+person D2 changing. Nearly all household

— 2000 growth over the decade was the result
4-person of single- and two-person households.

Nonfamily households, which tend to
3-person :] be smaller than family households,
accounted for approximately 72
] percent of household growth over the
decade. The number of family
] households with own children (age 18
or younger) living at home declined by
approximately 14,000. Consistent
50,000 150,000 250,000 350,000 450,000  with the aging of Baby Boomers in
lowa, the number of households
headed by a householder between
the ages of 55 and 64 grew by 70,000 or 47 percent over the decade. The aging of Baby Boomer
householders, and their families, has contributed to growth in single- and two-person households as
children began to leave home over the decade. Hispanic population growth contributed to the small
increase in larger-size households containing five or more persons.*

2-person

1-person

Sources: U.S. Census Bureau; Gruen Gruen + Associates.

Householders between the ages of 25 and 34 formed more new households in lowa than any other age
cohort over the decade. The youngest householders (age 15 to 24) accounted for the second largest
source of new household formation, with the majority being renters.” Household formation rates among
homeowners remained positive over the decade for all age cohorts under age 65. Renter household
dissolutions began to occur among householders aged 35 and older, and turned slightly positive again in
the 75 to 84 age cohort. Younger-age household formation (below the age of 35) accounted for the
majority of net household growth that occurred in lowa between 2000 and 2010.

Although younger-aged households accounted for most new household formation over the decade, they
did not represent the largest source of effective demand for new housing constructed. Effective demand
for new housing over the decade was driven by middle-aged homeowners, primarily Baby Boomer
households who were between the ages of 45 and 64 in 2010. Householders between the age of 35 and
64 represented 54 percent of demand for new housing constructed between 2000 and 2010, about 90
percent of which was for owner-occupied housing. Householders under the age of 35 comprised
approximately 16 percent of new for-sale housing demand and 12 percent of new rental housing demand.
More than 75 percent of younger households formed over the decade occupied existing housing units.

! Approximately seven percent of Hispanic households in lowa are multi-generational; meaning they contain at least
three generations of family members. Less than two percent of Non-Hispanic households in lowa are multi-
generational.

2 Household formation is different than household growth. Household growth in a particular age cohort can occur
over time as existing householders grow older. Household formation quantifies how changes in living arrangements
result in new households being formed - such as when children "leave the nest,” couples separate, or when two
unrelated roommates each decide to live alone. Household dissolution describes the opposite of formation - when
two or more households combine, or when ill health (or death) results in a vacated housing unit. Because changes
in living arrangement are typically emblematic of life cycle events, formation rates usually decrease with age and
dissolution rates increase with age.
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Figure I-4: Household formation and dissolution in lowa by age of householder and housing tenure,
2000-2010 decade

Household Dissolution Household Formation
(120,000) (80,000) (40,000) 0 40,000 80,000 120,000

15-24 B Owners
25.34 M Renters
35-44
45-54
55-64
65-74
75-84

85+

Sources: U.S. Census Bureau; Gruen Gruen + Associates.

Figure I-5: Composition of new housing demand in Iowa by age of householder, 2000-2010 decade

120,000
Younger (Age 15-34)

100,000
m Middle (Age 35-64)

80,000

M Senior (Age 65+)
60,000
40,000
16% 12%
0
Owned Rented

Sources: U.S. Census Bureau; Gruen Gruen + Associates.
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Household income has declined
and the state is facing greater
income disparity. Average
household income in lowa, when
adjusted for inflation, declined slightly 700,000
over the decade by $2,000 or three

Figure I-6: Distribution of Iowa households by household
income ($2012)

i M < $35k $35k - $99k W $100k +
percent. In 66 of lowa's 99 counties,
real median household income 600,000 50 6%
declined. Consistent with an aging o 48.4%
population, declining real wages, and 500,000
an increasing number of lower-skilled
immigrant laborers in some regions, 400,000

the distribution of household income

shifted over the decade. The number

of households with annual income of 300,000
less than $35,000 grew by

approximately 60,000 over the 200,000
decade. The number of higher-

income households (with annual 100,000
income of $100,000 or more) grew by
approximately 25,000 over the Q

decade. The number of households
with annual incomes between $35,000 2000 2010

and $100,000 declined. Sources: U.S. Census Bureau; Gruen Gruen + Associates.

lowa's economic base has continued to shift in favor of service-producing industry sectors.
Although this trend is not unique to lowa, it has several implications for future housing demand and needs
throughout the state. First, urban areas tend to provide the optimal environment for service-producing
businesses to maximize opportunities for economic growth. Second, the households of workers
employed in faster-growing industry sectors such as Financial Activities, Professional and Business
Services, and Education and Healthcare tend to have higher incomes than the remainder of workforce
households in lowa. Just fewer than 30 percent of workers employed in these sectors are members of a
household with more than $100,000 in annual income, compared to 21 percent for all other workers
employed in other sectors.

Over the 2000-2010 decade, the Financial Activities, Professional and Business Services, and Education
and Healthcare sectors added 100,000 nonfarm jobs in lowa. Employment in all other sectors declined
by approximately 50,000 jobs. Jobs losses in Manufacturing and Trade (retail and wholesale) were
particularly large. Continued job growth in sectors that tend to require more professional labor with higher
levels of education and training will be conditioned - at least partially - upon the state's ability to provide
housing that adequately responds to preferences and needs of higher-income households.
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Figure I-7: Change in lowa nonfarm employment by industry sector, 2000-2010

Government

Other Services

Leisure & Hospitality
Education & Healthcare
Prof & Business Services
Financial Activities
Information

Transport. & Utilities
Trade

Manufacturing
Construction

Natural Resources

(50,000) (25,000) 0 25,000 50,000

Sources: U.S. Bureau of Economic Analysis; Gruen Gruen + Associates.

How do housing needs differ across regions and metropolitan and rural areas?

Many rural areas are faced with an eroding population, labor force, and employment base. The
future housing needs of such areas are likely to be different than those of lowa's growing metropolitan
areas. Areas and communities experiencing outmigration and job losses may confront challenges
associated with housing stock maintenance and disinvestment. These challenges are likely to be
particularly evident in the North Tier, Northwest, and southern most counties of the state, aside from a
few local exceptions. The Northeast,
East Central, and Central regions of
lowa were the only regions that gained Gains Gains
jobs, people, and households over the North Tier

2000 to 2010 period.

Population Household

Northeast v v v
Popu.I:.;\tlon and housghold growth Southeast v v
conditions across regions of the state
have been quite different. The East Central v v v
population in the Central and East
Central regions of lowa grew by more Central 7 7 7
than the statewide populapon change Northwest
over the 2000 to 2010 period. Nearly
all net population gains within lowa Southwest v v
were concentrated in its Metropolitan
counties. Outside of the Central and South Tier
East Central regions, the State Total v v v

preponderance of Micropolitan and
non-Metropolitan counties experienced population declines over the past decade. Metropolitan counties
have experienced population growth due to the combination of: (1) positive migration patterns; and (2)
high rates of natural increase (i.e. more births than deaths). Conversely, a considerable number of
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counties over the 2000-2010 decade - particularly in the North Tier, Northwest, Southwest, and South
Tier regions - suffered population losses due to outmigration and natural declines. In 84 of lowa's 99
counties (most of which are rural), the rate of natural population change has decreased so that deaths
already outnumber births. As the population in many of these regions and counties continue to age, it
would not be surprising if the rate of natural decrease escalates.

Components of Population Growth by County (2000-2009)

Legend

COUNTIES

I Natural Increase + Inmigration
Natural Increase + Outmigration
Natural Decline + Inmigration
W Natural Decline + Outmigration

Sources: U.S. Census Bureau; Gruen Gruen + Associates. A

Younger households are moving from rural to metropolitan areas. Only three regions experienced
positive growth in the number of younger (15 to 34 years of age) households over the decade: the
Northeast, East Central, and Central regions. These are the only regions that experienced nonfarm
employment growth over the period. The Central Region of lowa was the only region to experience
positive household growth among all age cohorts.
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Figure I-8: Change in households by age of householder, 2000 to 2010

25,000
20,000
15,000
10,000

5,000

W Age 15-34 W Age 35-54 Age 55+

0
(5,000) 1 -.

(10,000)

m_ -

1 “u

L

North Tier Northeast Southeast East Central Central Northwest Southwest South Tier

Sources: U.S. Census Bureau; Gruen Gruen + Associates.

Small declines in younger-aged households (age 15 to 34) occurred in the North Tier, Southeast,
Northwest, Southwest, and South Tier regions of lowa. The number of households headed by a person
age 55 or older grew in all regions of lowa over the decade.

Larger urban areas are capturing most job growth. Nonfarm employment growth has been largely
concentrated in lowa's metropolitan areas and driven by financial, professional service, and education
and healthcare activities. Farm employment throughout lowa, despite strong growth in the value of
agricultural production, continued to decline over the decade. Historical shifts in the structure of lowa's

employment base can be
expected to continue, as the
majority of future nonfarm job
growth is forecast to be
concentrated in the Financial
Activities, Professional and
Business Services, and
Education and Healthcare
sectors. Metropolitan areas in
the Central and East Central
regions of lowa (Des Moines,
Ames, lowa City, and Cedar
Rapids) grew particularly
rapidly over the decade,
relative to smaller urban areas
and rural regions of lowa.

Figure I-9: Nonfarm employment change, 2000-2010

-20,000 0 20,000 40,000 60,000 80,000 100,000

Metropolitan

. Micropolitan

Other

Sources: U.S. Bureau of Economic Analysis; Gruen Gruen + Associates.
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The composition of effective demand for new housing varies. Middle-aged households comprised
the majority of demand for new housing built over the 2000-2010 decade, which is not unusual. The ratio
of owner-occupied units to rental units delivered and occupied was 3.2; indicative of lowa's high and
comparatively stable homeownership rate (the ratio approximated 2.3 nationwide). Senior (age 65+)
households represented the smallest segment of overall new statewide housing demand over the
decade. Outside of lowa's metropolitan areas, however, senior households already have begun to
comprise a larger share of demand than younger-aged households.

Figure I-10: Percent of demand for new housing built betweeen 2000-2010, by age of householder

o B Younger (Age 15-34) M Senior (Age 65+)
35.0
30.0
25.0
20.0
15.0

10.0

5.0

0.0

North Tier Northeast Southeast East Central Northwest Southwest South Tier
Central

Sources: U.S. Census Bureau, 2010 American Community Survey; Gruen Gruen + Associates.

In northern regions of lowa, senior households comprised more than 25 percent of new housing demand
over the decade. In the Central and East Central regions, younger (age 15 to 34) households comprised
more than 35 percent of demand - most of which was for rental housing. Younger households
represented between 17 and 21 percent of total new housing demand in each other region of lowa.
Differences in the composition of new housing demand across regions can be expected to persist.
Because the Central and East Central regions of lowa are forecast to generate more than 50 percent of
statewide employment growth over the 2010-2020 decade, younger- and middle-aged household
formation will likely continue to occur more rapidly in these regions containing lowa's largest metropolitan
areas.
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How well is the housing stock meeting housing needs?

Housing costs have increased more rapidly than household incomes. lowa housing values
increased faster than inflation over the decade. Relative to household incomes, the median cost of a
home in lowa grew by 23 percent over the decade (compared to a 26 percent increase nationwide). The
median monthly cost of a rental unit in lowa, as a percentage of income, grew from 14 to 16 percent over
the decade. Again, this is not an experience unique to lowa, but a widening gap between incomes and
housing costs does present challenges - particularly as it relates to housing new and younger members of
the workforce who, more often than not, occupy existing units of the housing stock. In 2000, the ratio of
median home value to median income in lowa was 2.09. By 2010, this ratio had increased to 2.57.

2000 2010 Increase
IOWA:
Ratio of Median Home Value
2.09 2.57 +23%
to Median Household Income
Median Gross Rent as Percent
) 14.3 15.7 +10%
of Median Household Income
UNITED STATES:
Ratio of Median Home Value
] 2.85 3.59 +26%
to Median Household Income
Median Gross Rent as Percent
17.2 20.5 +19%

of Median Household Income

Sources: U.S. Census Bureau;, Gruen Gruen + Associates.

Owner-occupied housing values in lowa are estimated to have appreciated relatively quickly over the
decade, with the median home value growing at 4.1 percent annually. The Consumer Price Index for the
Midwestern United States grew by 23 percent or 2.1 percent annually over the decade. Housing cost
increases, not surprisingly, were most notable in regions of lowa - such as the Central and East Central
regions - that experienced the highest rates of job growth and new household formation. Despite this,
lowa's housing stock still remains comparatively affordable. Among neighboring Midwest states, lowa still
exhibits the lowest ratio of median home value to median household income.

Housing cost-burden rates increased for both homeowners and renters over the decade. With
housing costs escalating more significantly than household incomes throughout the state, more than 45
percent of lowa's renter households and 20 percent of lowa homeowners were cost-burdened in 2010
(paying more than 30 percent of their income towards housing and related expenses). In 2000, only 34
percent of renter households and 14 percent of homeowners were cost-burdened.?

® Homeowners or renters who expend more than 30 percent of their before-tax income on housing and
related expenses, such as utilities, insurance, and taxes, are considered cost-burdened.
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Figure I-12: Change in cost-burdened households by region and tenure, 2000 to 2010
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Sources: U.S. Census Bureau; Gruen Gruen + Associates.

The absolute number of cost-burdened households in lowa grew by 129,000. Renters comprised
approximately 37 percent of the cost-burdened household increase, a disproportionate share given that
only 28 percent of lowa's households were renters in 2000 and 2010. Changes in both the absolute
number and percent of cost-burdened households were greatest in regions containing the preponderance

of lowa's urban population.

Housing inventory is aging and in need
of rehabilitation in some regions.
According to 2010 American Community
Survey results, approximately 12 percent
of lowa's housing stock was built over the
2000-2010 decade. More than one-
guarter of the state's housing inventory,
however, is now greater than 70 years of
age. Housing maintenance and
replacement needs in areas with the
oldest housing stock tend to increase.
Physical deterioration of the housing
stock is a reality faced by all regions of
lowa; although those experiencing limited
job growth and new household formation
are most likely to lack the market
incentives that stimulate investment in-
and maintenance of- the oldest units of
the housing inventory.

Figure I-11: Ratio of median home value to median
income

02010 = 2000

NATION 8159
Wisconsin 3.46

Nebraska 2.64
Minnesota 3.50

Iowa 2.57
llinois 3.62
1.50 2.00 2.50 3.00 3.50 4.00

Sources: U.S. Census Bureau; Gruen Gruen + Associates.
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Figure I-13: Percentage of housing stock by year built, 2010
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Sources: U.S. Census Bureau; Gruen Gruen + Associates.

The South Tier and Northwest regions possess the oldest housing inventory in the state, with 34 to 35
percent of units built prior to 1940. Units originally built before 1960 (so now more than 50 years old)

represent the majority of existing housing supply in the North Tier, Northeast, Northwest, Southwest, and

South Tier regions.

Based on Census data, approximately
50,000 housing units are estimated to
have been lost (to demolition,
conversion, disaster, etc.) and
subsequently replaced over the 2000-
2010 decade. In regions with the
oldest housing inventories,
replacement needs comprised the
majority of demand for new units built
over the decade. The Southeast,
South Tier, North Tier, Southwest, and
Northwest regions of lowa comprised
a disproportionate share of housing
replacement demand in the past
decade. These regions of lowa
comprise less than 50 percent of the
statewide housing stock, but
represented more than 65 percent of
new housing built over the decade to
replace lost units.

Figure I-14: Distribution of statewide housing replacement
demand, 2000-2010

l Share of

Replacement South Tier

11%

North Tier
13%

Demand Below
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Inventory
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Sources: U.S. Census Bureau; Gruen Gruen + Associates.
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Some regions lack higher-

Fi I-15: P - 1 ] ice, 2012
end housing to support igure I-15: Percent of for-sale housing available by price, 20

local economic 0% 20% 40% 60% 80%  100%
development. Communities

and regions in which limited North Tier 240/('1

new housing has been |

developed may lack housing Northeast 22%
that meets the needs and

Southeast 0
contemporary preferences of outheas 16%

higher income households, East Central [11%

many of which provide

sources of specialized and Central |11%

sklllgd_ labor to support the Northwest

provision of health and other

services to the local Southwest

population base. Regions

experiencing limited new South Tier

construction of housing over Less than $70,000 = $70,000 to $149,999

the decade, such as the

South Tier or Southwest $150,000 to $249,999 H $250,000 +

regions, possess a limited and  Sources: Iowa Association of Realtors; Gruen Gruen + Associates.
comparatively small supply of

available higher-priced housing (less than 10 percent of units available for sale are at prices above
$250,000). By contrast, units priced at $250,000 or above comprise more than 20 percent of the for-sale
housing inventory available in Central and East Central regions of lowa. Particularly in the South Tier,
units at the lowest price points (below $70,000) comprise a disproportionately large share of housing
available for sale.

What are the housing needs for Iowans in specific demographic groups that the private
market is not likely to address?

Elderly renters. According to the U.S. Department of Housing and Urban Development (HUD), a high
proportion of elderly renters in lowa have a housing problem related to cost-burdens, overcrowding, or
inadequate facilities. The vast majority (more than 80 percent) of older households in lowa own housing.
Older households that do rent tend be challenged to find adequate rental housing. Approximately 50
percent of renters age 75 or older are estimated to experience a housing problem.
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Figure I-16: Percent of elderly and non-elderly households in lowa with a HUD-defined housing
problem
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Sources: HUD, CHAS Dataset 2006-2008; Gruen Gruen + Associates.

Lowl/very low income households who are severely cost-burdened. In 2010, more than 84 percent
of households with incomes below $20,000 were unable to find affordable rental housing (costing the
equivalent of not more than 30 percent of income). More than three-quarters of these low income renter
households spent 35 percent or more of their income on housing. Only 58 percent of such households
expended 35 percent or more of their income on rental housing in 2000. The balance between low
income renter households and the

number of rental units available at 2000 2010  Change
PI’ICGS affordable (30 percent of . Number of Renter Households with

income) to those households shifted Annual Income Below §20,000 128,600 126,500 (2,100)
considerably over the 2000-2010 ’

decade. ) .
Number of Rental Housing Units

159,500 87,500 (72,000)
Affordable to Them

In 2000, based on Census data, lowa

contained a surplus of approximately Sources: U.S. Census Bureau; Gruen Gruen + Associates.

30,000 rental units at prices affordable

to lower-income households. By 2010, a relatively large deficit of nearly 40,000 units existed. The
number of renter households with incomes below $20,000 remained essentially stable over the decade,
while the supply of units with monthly gross rents below $500 declined by more than 70,000. This is
emblematic of a growing value gap for affordable rental housing, in which the costs to build new housing -
or rehabilitate existing housing - exceed supportable market rents in many areas. The persistently high
number of renter households who can afford only minimal housing costs, at the same time, tends to lead
to the deterioration and eventual loss of older, smaller, and lower-priced non-subsidized housing meeting
the housing needs of many lower-income households in lowa.*

Persons with disabilities have a unique housing need (often related to accessibility, mobility, or
in-unit care). As lowa's population ages, the numbers of persons with a special housing need related to

* As summarized in the U.S. Department of Housing and Urban Development's Spring 2011 edition of Evidence
Matters, these properties - because of their age and location - tend to "operate at modest rents, which benefit low-
income tenants but jeopardize the long-term financial viability of the projects, and their accumulating unmet
maintenance needs ultimately result in high loss rates."
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a disability can be expected to grow. According to the 2010 Census, approximately 352,549 lowans over
the age of five (11.5 percent of the State population) have one or more disabilities. The Census defines
disability as a mental, physical, or health condition that lasts over six months. Given the fact that 45
percent of these individuals are over the age of 75, the percentage of the population with disabilities is
likely to increase as the population ages in the coming decades. Figure I-17 shows the percent of the
population with a disability by region.

Figure I-17: Percent of 2010 population with a disability
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What has been the impact of the housing market collapse and subsequent foreclosure

crisis on Iowans?

A review of secondary data suggests the following key conclusions with respect to the scope of
foreclosure problems in lowa:

e The rate of foreclosure in lowa has and continues to be considerably lower than many other
states and regions of the country;

e Undoubtedly a reflection of lowa's comparatively affordable housing market and less severe job
losses resulting from the Great Recession, the rate of mortgage delinquency is quite low. Fewer
homeowners falling behind on mortgage payments naturally results in a lower rate of foreclosure
action;

e High-risk mortgage loans - such as subprime, jumbo, and Alt-A loans - represent a much smaller
share of active loans throughout the state than they do throughout the Nation;

e On-the-whole, lowa's metropolitan areas have been less severely impacted by the foreclosure
crisis than its micropolitan or rural areas. This is not surprising given the patterns of employment
growth and employment decline in such areas; and
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e While the rate of foreclosure is low in lowa, concentrations of foreclosure activity in pockets of
several urban areas leave these areas more vulnerable to negative destabilizing effects.

Programs and policies have been identified that can effectively address challenges associated
foreclosure-related neighborhood and housing problems and are discussed in Chapter IIl.

Forecast of Workforce Housing Demand: 2010-2020

Job growth is forecast to occur most rapidly in lowa's metropolitan areas containing higher-
skilled service sectors. According to the Labor Force & Occupational Analysis Bureau of the lowa
Workforce Development Department, over the 2010-2020 decade, the State of lowa is forecast to add
more than 230,000 nonfarm jobs. Financial activities, professional and business services, and education
and healthcare are forecast to comprise 53 percent of statewide job growth over the decade.

Single- and two-person households are forecast to comprise the majority, or 55 percent, of
workforce household growth. Based on the demographic and household composition characteristics of
lowa's workforce, the employment growth forecast of approximately 235,000 new jobs means that
approximately 131,000 new workforce households® will be added within the state over the 2010 to 2020
decade. The majority - 55 percent - of these additional households will consist of one- or two-persons.
Workforce households containing two-persons and no children comprise nearly one-third of the total
household growth forecast. Most of this growth can be expected to occur in the Central and East Central
regions of lowa which are forecast to comprise 51 percent of statewide workforce household growth. The
Southwest, Northwest, and South Tier regions of lowa are each forecast to comprise less than seven
percent of statewide workforce household growth over the 2010-2020 decade.

Approximately 37,000 rental units and 94,000 owner-occupied units are forecast to be needed to
accommodate workforce growth. Rental units are forecast to comprise approximately 28 percent of
future housing demand associated with the forecast increase in employment and associated workers.
The majority, or 72 percent, of workforce housing demand is forecast to be for owner-occupied units.
Average annual workforce housing demand (for new or existing units) is forecast to exceed 4,000 units
per year in the Central Region and approximately 2,000-2,500 units per year in each the Southeast and
East Central regions.

® A "workforce household" contains at least one active member of the labor force. Approximately 62 percent of
current workforce households in lowa contain more than one worker.
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Figure 1-18: Average annual workforce household growth, 2010-2020, number of units needed (new
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Moderately-priced owner-occupied units are forecast to comprise the largest component of
workforce housing demand. Owner-occupied units priced between $140,000 and $220,000 represent
3,900 units of demand annually or approximately 30 percent of total statewide workforce housing
demand. For-sale units priced below $140,000 and above $220,000 each represent about 20 percent of
annual workforce housing demand.

Figure I-19: Average annual workforce housing units needed (new or existing) by price, 2010-2020

B Owned Units - Below $140,000

B Owned Units - $140,000 to $220,000
I Owned Units - Above $220,000

M Rental Units - Below $800 / month

[0 Rental Units - Above $800 / month

Source: Gruen Gruen + Associates

Lower-priced rental units, with monthly gross rents below $800, comprise another 2,600 units of annual
workforce housing demand or approximately 20 percent of total statewide need. Rental units with
monthly rents exceeding $800 per month comprise a relatively small share of overall workforce housing
demand at less an eight percent of the total. The forecast addition of nearly 45,000 jobs in lower-wage
sectors such as Leisure and Hospitality, Retail Trade, and Other Services can be expected to stimulate a
need for low-cost rental housing.
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If employment growth does not materialize as forecast, many regions of lowa are likely to
continue to face erosion of housing demand. The lowa Workforce Development Department's
forecasts of nonfarm employment predict that positive job growth will occur in all regions of lowa over the
2010-2020 decade. Over the past decade, as reviewed, job growth did not occur uniformly throughout
the state. If historical patterns of employment growth and decline persist, the East Central and Central
regions can be expected to experience an even larger share of statewide workforce housing needs. If
historical nonfarm employment growth rates (from the 2000-2010 period) are applied to the forecast of
future workforce household change by region of lowa, the East Central and Central regions would be
expected to respectively add approximately 1,000 and 2,000 workforce households per year. The
Northeast region would experience average annual workforce housing needs of approximately 200 units
per year. The workforce in each other region of lowa would decline, resulting in declining demand for
workforce housing.

Figure I-20: Average annual workforce household growth (or loss), 2010-2020, historical trendline
alternative forecast™

(500) 0 500 1,000 1,500 2,000 2,500

North Tier B Owner

Northeast H Rental
Southeast
East Central

Central _

Northwest
Southwest
South Tier

*Based on historical nonfarm employment growth rates that occured over past decade.
Source: Gruen Gruen + Associates

If the lowa Workforce Development Department employment forecast does not materialize, the
composition of new workforce housing demand is also likely to be different. Owner-occupied units priced
above $220,000 would comprise approximately 36 percent of annual statewide workforce housing
demand. Rental units with monthly rents below $800 would comprise about 18 percent of demand. If
historical, rather than forecast, employment growth patterns prevail over the current decade, the
composition of demand will primarily differ because an even larger share of workforce growth will likely be
concentrated in lowa's metropolitan regions.
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Figure I-21: Average annual workforce housing units needed (new or existing) by price, 2010-2020,
historical trendline alternative forecast
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Forecast of Senior Housing Demand: 2010-2020

lowa's senior (age 65+) population is forecast to grow by 26 percent or 118,000 over the 2010-2020
decade. Seniors between the ages of 65 and 74 are forecast to comprise approximately 88 percent of
this population growth. Senior population growth is expected to occur most rapidly in metropolitan
regions of lowa with the Southeast, East Central, and Central regions forecast to experience the highest
senior population growth rates over the decade. The number of senior households is forecast to grow by
78,000 statewide. Single- and two-person senior households are forecast to comprise more than 80
percent of that growth.

An additional 7,600 seniors over the decade can be expected to require beds or units in group
guarters living facilities, such as skilled nursing facilities and residential care centers, if the share of the
current senior population residing in group quarters is representative of the growth forecast to occur. The
Southeast, East Central, and Central regions comprise 75 percent of the population growth forecast to
occur among persons aged 75 or older in lowa. Because older seniors are more likely to experience
housing problems related to health or disability needs, the forecast suggests that a disproportionate share
of such housing needs will likely apply to these regions.
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Figure 1-22: Forecast growth in senior group quarters population, 2010-2020
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Many seniors prefer to remain in their home and community as they age. A variety of surveys
indicate most older households, including Baby Boomers, plan to remain in their existing homes. In lowa,
about six percent of the senior (age 65+) population and seven percent of the Baby Boomer population
(age 45 to 64) moved in 2010. Annual turnover rates for renters are much higher than for those
occupying owned housing, but the vast majority (more than 80 percent) of lowa's seniors own housing.
According to the 2011 National Association of Realtors survey, only four percent of seniors indicated they
are planning to buy a home within the next three years due to retirement or aging issues. In Minnesota, a
recent survey of Baby Boomers indicated that the majority (68 percent) were unlikely to move in the next
10 years, and that 3-in-4 moves would likely be to owner-occupied housing.®

Average annual demand for new housing attributed to senior household turnover is forecast to be
approximately 2,600 units per year statewide. Owner-occupied units are forecast to comprise
approximately 65 percent of new senior housing demand or 1,700 units annually. Rental units are
forecast to comprise 35 percent or 900 units of annual demand. Over the 2010-2020 period
approximately 27,000 additional housing units may be needed to accommodate the growth and turnover
of senior households. Demand in each of the Southeast, East Central, and Central regions is forecast to
exceed 400 units per year. Average annual demand in the Northwest, Southwest, and South Tier regions
is forecast to approximate 200 units per year.

© 2010 Minnesota Baby Boomer Survey: Findings for Urban, Suburban and Rural Boomers." Aging 2030 Issue Brief-
Examining Issues Critical to the Age Wave. Minnesota Department of Human Services.
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Figure 1-23: Forecast average annual demand for new senior housing units, 2010-2020
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A large share of demand for owner-occupied housing is forecast to materialize at price points
below $140,000. The majority of rental demand forecast over the decade is also at lower price
points below $800 in monthly rent. Approximately 55 percent of for-sale housing demand attributed to
seniors in lowa over the 2010-2020 decade is forecast to materialize at price points below $140,000. The
absolute numbers of the units needed in some of lowa's larger and more metropolitan regions exceed
150 units annually. Statewide demand for owner-occupied housing units at prices below $140,000 totals
approximately 960 units annually.

Figure I-24: Average annual senior housing demand forecast by tenure and price, 2010-2020
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More than 80 percent of senior rental housing demand is forecast at monthly rents below $800. This
equates to an annual demand of 770 units statewide. Demand for new rental units at above $800 in
monthly rent is forecast to comprise only eight percent of the total senior housing demand or
approximately 160 units annually.
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Senior households will release more housing units than they will absorb. Seniors create demand
for new housing, but they also contribute to the supply of housing available in a region. The forecast of
senior household growth over the 2010-2020 decade indicates that seniors can be expected to release
approximately 170,000 units statewide.

Figure I1-25: Forecast workforce household growth relative to existing housing units likely to be
released by senior households, 2010 to 2020
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Collectively, in the East Central and Central regions, future workforce household growth is forecast to
exceed the number of existing housing units released by seniors over the decade. The type, condition,
and cost of the units “turned over” by seniors will be critically important to regional economic growth.
Conversely, in regions such as the North Tier, South Tier, or Southwest, seniors are forecast to release
more than twice as many units as younger workforce households are forecast to absorb over the decade.
These regions already exhibit high housing vacancy rates, and the aging of the population can be
expected to continue to contribute to an oversupply of housing.
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II. Analysis of Trends and Conditions Affecting Housing

Needs within Iowa

INTRODUCTION

To provide perspective for the forecast and identification of housing needs for the 2010 to 2020 period;
the introduction and Chapter Il of the report reviews trends in population growth and household formation;
employment and labor force conditions, income and housing affordability, and the housing stock. Analysis
of trends and conditions affecting housing needs in each region within the state and regional “fact sheets”
are provided in the accompanying technical appendix.

KEY TRENDS AND CONCLUSIONS

e Jowa's economic base has

continued to shift in favor of Figure II-1: Index of employment (1990=1.00)
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Figure I11-2: Change in nonfarm employment, 2000-2010
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Business Services, and Education and Health Care sectors. Particularly in the case of Finance
and Insurance, average wages paid are also considerably higher than the goods-producing and

trade segments of

lowa's economy.

Farm employment has continued to decline, despite strong growth in agricultural output

and production. The production value of lowa's agricultural sector grew at an average annual
rate of 6.9 percent between 2000 and 2010; by far the fastest-growing source of Gross Domestic
Product’ within lowa. The long-term trend of steady losses in farm employment, however,
persisted throughout the decade. Farm employment in lowa declined from approximately
110,000 jobs in 2000 to 92,000 by 2010. Although declining, farm jobs still represent significant
components of the regional employment base in the North Tier and South Tier regions of the
state (comprising 9.0 and 11.5 percent of total employment in 2010, respectively). In six South
Tier counties (Adams, Taylor, Ringgold, Wayne, Davis, and Van Buren), farm jobs still comprise
more than 20 percent of the job base. Many rural counties of the state also depend upon
"nonfarm" employment opportunities linked to the agricultural and food production chain. Ag-
related jobs are estimated to account for more than 50 percent of the employment base in 20 of
lowa's counties.® Food manufacturing and processing, for example, is one of the only sectors of
the state's manufacturing base that added jobs over the 2000-2010 decade. While the number of
farm proprietors and on-the-farm job opportunities may continue to decline, agricultural-related
activity and production can be expected to still represent important sources of employment for
lowa's rural workforce.

Map I1-1: Farming as Percent of Total Job Base, 2010
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" Gross Domestic Product is the value added in production by the labor and capital located in lowa.
8 lowa State University. (2009). Study Measures Significance of Agriculture to lowa Economy [Press Release].
Retrieved from: http://www.extension.iastate.edu/news/2009/oct/161501.htm.
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e lowa's population grew modestly over the 2000 to 2010 period, increasing at an average
annual rate of 0.4 percent. The state's population grew by approximately 120,000 over the
decade with the Central Region of lowa accounting for approximately 80 percent of this growth.
Nearly all net population gains within lowa were concentrated in its Metropolitan counties.
Although clear patterns of migration from rural to metropolitan areas are evident within lowa,
overall migration within the state has been relatively neutral. In other words, total in-migration
and out-migration within the state have been in balance. Migration patterns amongst regions
largely reflect intra-state migration. The Central and East Central regions of the state have been
capturing population losses occurring elsewhere throughout lowa.

e The Hispanic population, although still relatively small, is the fastest-growing segment of
lowa's population base. Hispanics now represent five percent of lowa's population. The
Hispanic population grew at an average annual rate of eight percent over the 2000-2010 decade.
Polk County alone accounted for approximately one-quarter of statewide Hispanic population
growth. Outside of lowa's metropolitan areas, however, the Hispanic population has grown more
significantly in counties heavily concentrated in farm and food manufacturing employment. In
Buena Vista, Crawford, and Sioux Counties, for example, the Hispanic population grew
collectively by more than 6,800 people or more than 200 percent. Farm and food manufacturing
jobs in these areas comprise approximately 28 percent of total employment.

L . Change in Other Change in Non-
Change in Hispanics e . . .

Minorities Hispanic Whites
North Tier 92.6% 38.6% -7.7%
Northeast 93.4% 23.7% -2.6%
Southeast 43.8% 40.3% -2.7%
East Central 102.0% 60.1% 3.5%
Central 97.3% 50.6% 9.7%
Northwest 68.2% 22.8% -8.4%
Southwest 104.2% 48.8% -2.9%
South Tier 141.3% 67.9% -5.6%
State Total 83.7% 45.1% -0.3%

Sources: U.S. Census Bureau; Gruen Gruen + Associates.

e Population growth in lowais occurring more slowly than household formation. Like much
of the Nation, the composition of households in lowa is changing. Between 2000 and 2010,
lowa's population grew by 120,000 people and its household base grew by approximately 72,000
households. This equates to 1.7 residents added for each new household formed, well below the
State's current average household size of 2.4 persons per household. Approximately 99 percent
of household growth throughout lowa over the past decade was the result of an increase in
single- and two-person households. The number of four- and five-person households, for
example, declined. Approximately 72 percent of new households formed within lowa over the
2000-2010 decade were nonfamily households. The number of family households with their own
children (age 18 or younger) living at home declined by approximately 14,000 between 2000 and
2010.
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e Many regions of lowa are faced with an eroding population, labor force, and employment
base. The future housing needs of such areas are likely to be different than those of lowa's
growing metropolitan areas. Areas and communities experiencing strong outmigration and job
losses may confront challenges associated with housing stock maintenance and disinvestment.

These challenges are likely to

be particularly evident in the

North Tier, Northwest, and

North Tier South Tier regions of the

Job Population Household

Region . . .
Gains Gains Gains

Northeast v v v state, aside from a few local
Southeast v v exceptions. The Northeast,
East Central v v v East Central, and Central
Central v v v regions of lowa were the only
Northwest regions that gained jobs,
people, and households over
Southwest Y Y the 2000 to 2010 period.
South Tier
State Total v v v

e The population of lowa is aging rapidly. lowa's median age increased from 36.6 years in 2000
to 38.1 years in 2010. Over the decade, the state's population between the ages of 50 and 69
grew by 175,000 or 32 percent. In half of lowa's counties, more than 40 percent of population is
now older than 50 years of age. The bulk of these counties are outside of lowa's metropolitan
areas. In the northwestern areas of the state, persons over the age of 50 nhow comprise nearly
one-half of the population base in four counties - Calhoun, Dickinson, Monona, and Pocahontas.
The aging of lowa’s population has contributed to the growth in single- and two-person
households.
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Map II-2: Proportion of Population Comprised by Persons Aged 50 Years and Older, 2010
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The largest population increase over the 2000-2010 decade occurred in the 55 to 64 age cohort,
which grew by more than 115,000 people or 45 percent. The population of persons 70 years of
age and older remained essentially stable, while the number of young children and adolescents
(under the age of 20) declined slightly by approximately 7,500. The primary Generation Y cohorts
(those between the ages of 20 and 29) increased by approximately eight percent or 30,000 over
the decade. With the upward age shift occurring among the Baby Boomer population, the
number of middle-aged adults between the ages of 35 and 49 declined rapidly over the decade
from 660,000 persons in 2000 to 580,000 persons by 2010. Providing adequate housing and
accommodating the preferences of many elderly households to age in place will likely be a key
challenge facing the state, particularly in areas where the ex